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GREG OGDEN, CPA
1761 EasTt 850 SouTtH
SPRINGVILLE, UT 84663
(801) 489-8408

MEMBER OF THE AMERICAN INSTITUTE OF CERTIMED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

December 7, 2011

Honorable Mayor
Members of the City Council
Heber City, Utah

Council Members:

I have audited the accompanying financial statements of the governmental activities, the business-
type activities, each major fund, and the aggregate remaining fund information of Heber City, Utah
(City}), as of and for the year ended June 30, 2011, which collectively comprise the City's basic
financial statements as listed in the table of contents. These financial statements are the
responsibility of the City’s management. My responsibility is to express opinions on these

financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that | plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation. | believe that my

audit provides a reasonable basis for my opinions.

In my opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each
majeor fund, and the aggregate remaining fund information of the City as of June 30, 2011, and the
respective changes in financial position and cash flows, where applicable, thereof and the
budgetary comparison for the general fund for the year then ended in conformity with accou nting
principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, | have also issued a report dated December 7,
2011 on my consideration of Heber City, Utah's internal control over financial reporting and on my
tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of my testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and is

important for assessing the results of my audit.
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Accounting principles generally accepted in the United States of America require that the
management's discussion and analysis be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, which considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. | have applied certain limited procedures fo the required supplementary
information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the
information and comparing the information for consistency with management’s responses to my
inquiries, the basic financial statements, and other knowledge | obtained during my audit of the
basic financial statements. | do not express an opinion or provide any assurance on the
information because the limited procedures do not provide me with sufficient evidence to express

an opinion or provide any assurance.

My audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise Heber City's basic financial statements. The combining nonmajor fund
financial statements listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the basic financial statements. The combining nonmajor
fund statements are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. in my
opinion, the information is fairly stated in all material respects in relation to the financial

statements taken as a whole.
CrPA

Public Accountant
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MANAGEMENT’S DISCUSSION AND ANALYSIS

This document is a narrative overview and analysis of the financial activities of Heber City for
the fiscal year ending June 30, 2011. Heber City management encourages readers to consider the
information presented here in conjunction with the financial statements which follow this
section. To help the reader with navigation of this report the city's activities are classified in the
following manner: government activities refers to general administration, public safety, parks,
streets, planning, cemetery and airport, etc., while business-type activities refers to operations

such as the water, sewer and airport hangar sales.

FINANCIAL HIGHLIGHTS

e The total net assets of Heber City decreased by $168,888 totaling $105,005,859. The
governmental net assets increased by 51,056,879 and the business-type net assets decreased by

$1,225,767.

e The total net assets of governmental and business-type activities is $105,005,859, and is made
up of $74,819,856 in capital assets, such as land, infrastructure and equipment, and $30.186,003
in other net assets. The other net assets is made up of $15,731,693 which represents Heber City’s
interest in Heber Light & Power, $7,074,049 is restricted for capital projects such as water,
sewer, cemetery, road system improvements, and debt service. Finally, the remaining

$7.380,261 is unrestricted net assets.

» Total Jong-term lLiabilities of the City decreased by $288,000. The City did add $7,929 in debt
for a copier lease for the Police Department. A principal payment of $64,000 was made on the
1200 South Special Improvement District Bond, principal payment of $54,000 was made on the
Sales Tax Revenue Bond for the Central School and principal payment of $170,000 was made on

the Excise Tax Bond for road improvements.

e Due to current economic conditions, the City Council determined that it would continue to
suspend charges from the Internal Service Fund.

REPORTING THE CITY AS A WHOLE

This discussion and analysis is intended to serve as an introduction to Heber City’s basic
financial statements. Heber City’s basic financial statements comprise three components; 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements. This report also includes other supplementary information in addition to the basic

financial statements.

The government-wide financial statements are designed to provide readers with a broad
overview of Heber City’s finances, in a manner similar to a private-sector business.

e The statement of net assets presents information on all of Heber City’s assets and liabilities,
with the difference between the two reported as ner assers. Over time, increases or decreases in



net assets may serve as a useful indicator of whether the financial position of Heber City is
improving or deteriorating. However, you will also need to consider other nonfinancial factors.

e The statement of activities presents information showing how the City’s net assets changed
during the fiscal year reported. All changes in net assets are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus all of
the current year’s revenues and expenses are taken into account regardless of when cash is
received or paid. Both of the government-wide financial statements distinguish functions of
Heber City that are principally supported by taxes and intergovernmental revenues
(governmental activities) from other functions that are intended to recover all or a significant
portion of their costs through user fees and charges (business-type activities). The government-
wide financial statements can be found on pages 12-14 of this report.

REPORTING THE CITY’S MOST SIGNIFICANT FUNDS

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. Heber City also uses fund accounting to
ensure and demonstrate compliance with finance-related legal requirements. All of the funds of
the City can be divided into two categories: governmental funds and proprietary funds.

e Governmental funds - These funds are used to account for the same functions reported as
governmental activities in the government-wide financial statements. These fund statements
focus on how money flows into and out of these funds and the balances left at year-end that are
available for spending. These funds are reported using an accounting method called modified
accrual accounting, which measures cash and other financial assets that can be readily converted
to cash. The governmental fund statements provide a detailed short-term view of the City’s
general government operations and the basic services it provides. Governmental fund
information helps users determine whether there are more or fewer financial resources that can
be spent in the near future to finance the City’s programs. We describe the relationship (or
differences) between governmental activities (reported in the Statement of Net Assets and the
Statement of Activities) and governmental funds in a reconciliation included with the fund

financial statements.

The only major governmental funds (as determined by generally accepted accounting principles)
are the General Fund and the Debt Service Fund, The remaining governmental funds are
determined to be non-major and are included in the combining statements within this report.

e Proprietary funds - Heber City maintains two types of proprietary funds, the enterprise fund
and the internal service fund. Enterprise funds are used to report the same functions presented as
business-type activities in the government-wide financial statements. Heber City uses enterprise
funds to account for its, Culinary/Pressurized Water Utility, Sewer Utility, Airport Hangar Sales
and Electric Utility joint venture. As determined by generally accepted accounting principles,
the, culinary/pressurized water, sewer enterprise, airport hangar sales and electric utility funds
meet the criteria for major fund classification. The internal service fund accounts for motor pool

services that are provided to general government activities which meets the criteria for major
fund classification.



GOVERNMENT-WIDE FINANCIAL ANALYSIS

As noted earlier, net assets may serve over time as a useful indicator of a government’s financial
position. In the case of Heber City, assets exceed liabilities by $105,005.859.

By far the largest portion of Heber City’s net assets {71.3%) reflects its investment in capital
assets (e.g., land, buildings, infrastructure assets, machinery and equipment), less any related
debt used to acquire those assets that are still outstanding. The City uses these capital assets to
provide services to citizens; consequently, these assets are not available for future spending.
Although the City’s investment in its capital assets is reported net of related debt, it should be
noted that the resources needed to repay this debt must be provided from other sources, since the
capital assets themselves cannot be used to liquidate these liabilities.

STATEMENT OF NET ASSETS
(In thousands of dollars)

Governmental Business-type
Activities Activities

2010-2011  2009-2010 2010-2011  2009-2010

Current & Other Assets $7,709 $5,869 33,836 $3,318

Capital Assets 48 407 48 641 48,980 50,627

Total Assets 56,116 54,510 52 8186 53,945

Current Liabilities 2,746 1,805 126 33

Mon Current Liabilities 1,026 1,317 28 25

Total Liabilities 3,772 3,222 154 58

MNet Assets

Invested in Capital Assets

Net of Related Debt 43,743 44 202 31.077 31,719

Restricted 4,802 4,055 17,903 18,908

Unrestricted 3,699 3,031 3,681 3,260

Total Net Assets $52 344 $51,288 $52 661 $53,887




CHANGES IN NET ASSETS
(In thousands of dollars)

Governmental Business-type
Activities Activities
2010-2011 2008-2010 2010-2011 2008-2010
Revenues
Program Revenues
Charges for Services $1.218 $1,045 52,073 $2,181
Operating Grants and
Contributions 18 22 - -
Capital Grants and Contribution 2,070 4,317 364 1,568
General Revenues
Property Taxes 743 686 -
Sales and Use Taxes 1,545 1,444 -
Other Taxes 1,189 1,089 - -
Other Revenues 57 55 30 38
Total Revenues 6,842 8,658 2467 3,787
Expenses
General Government 1,288 1,361 - -
Public Safety 1,783 1,732 = .
Streets/Public Works 1,907 1,820 -
Parks & Recreation 163 157 - -
Cemetery 203 218 - -
Alrpart 404 466 - -
Interest on Long-Term Debt 38 51 - &
Water - - 1472 1,637
Sewer - - 1,030 1,056
Airport Hangars - - 18 125
Total Expenses 5 786 5,785 2,520 2,718
Increase in Net Assets Before
Transfers 1,056 2,863 (53) 1,069
Transfers - (270) - 270
Other Financing Sources and Uses
Change in Joint Venture Equity - - (1,174) 582
Change in Net Assets 1,056 2,583 {1,227) 1,921
Net Assets Beginning (07/01/08) 51,288 49 487 53,688 51,967
Prior Period Adjustment - (787} - -
$52,344 $51,288 $52,661 $53 868

Net Assets Ending (06/30/10)




Some of the governmental activities for the fiscal year included crack sealing of City streets in
preparation for a city wide road maintenance ($239,036) and the commencement of the
construction of a snow removal equipment building at the Airport ($64.291). There were no
major Business-type activities expenditures in fiscal year 2010-11.

The following graphs display the government-wide activities as reflected in the above tables.
Program revenues included in the first graph are fees charged for specific services performed by
the various governmental functions. General revenues such as property taxes, sales and uses
taxes. etc. are not included.
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As can be seen from the following charts, the largest source of revenue in the business-type
activities comes from charges for services when development activity slows, with 85% of the
revenues coming from this source, The revenues from developer contributions represent the
value of infrastructure systems donated to the City via subdivisions being developed. Charges

for services relate to monthly billings for culinary and secondary water and sewer services and
lease fees for hangar rentals.
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FINANCIAL ANALYSIS OF GOVERNMENT’S FUNDS

The focus of the City's governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the City’s
financing requirements. As of the June 30, 2011, the City’s governmental funds (General,
Capital Projects and Debt Service) reported combined fund equity of $7,912.241. The General
Fund is the chief operating fund of the City. All activities which are not required to be accounted
for in separate funds either by state or local ordinance or by a desire to maintain a matching of

revenues and expenses are accounted for in this fund.

As stated earlier, the City maintains three enterprise funds to account for the business-type
activities of the City. The separate fund statements included in this report provide the same
information for business-type activities as is provided in the government-wide financial
statements. However, the difference is that the fund statements provide much more detail.

GENERAL FUND BUDGETARY HIGHLIGHTS

During the fiscal year, the General Fund original budget was amended by $15,000 to recognize a
contribution made to the Heber Valley Historic Railroad Authority, $24.000 to cover
unanticipated expenses related to flood control, $95,000 to pay for the cost of repairing the
retaining wall at the Valley Hills Park, $75,000 to pay for engineering expenses related to the
City wide road improvement project, $5,000 for additional snow removal expenses at the airport

and $300,000 was transferred to the Capital Projects fund.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital assets - Heber City’s investment in capital assets for its governmental and
business-type activities as of June 30, 2011, amounts to $75,551,046 (net of accumulated
depreciation). This investment in capital assets includes land, buildings and systems,

improvements, infrastructure (streets, sidewalks, curb and gutter, bridges, airport, ete.), and
machinery and equipment. The total net decrease in the City’s investment in fixed assets for the

current year was $1,381,704.

Major capital asset events during the current fiscal year included the following:
o Total developer contributions were $771,920
 Road system improvements $293,801

e Airport improvements $64,291








